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INTERPRETATION OF THE DIVISION OF CORPORA- 
TION FINANCE RELATING TO DIVIDEND REINVEST- 
MENT AND SIMILAR PLANS 





SIGNIFICANT ITEMS 





The Commission today announced a revised interpretative 
position of its Division of Corporation Finance concerning 
securities offered and sold without registration under the 
Securities Act of 1933 (‘‘Act’’) pursuant to dividend rein- 
vestment and similar plans. These plans generally involve 
the acquisition of securities of the issuer from persons 
Corporation Finance Relating to other than the issuer or its affiliates, to enable its security 
Divident Reinvestment and Similar holders to reinvest dividends or other cash amounts in the 
Plans issuer’s securities. 


This listing does not affect the legal status of any 
document published in this issue. 


Announcement 


33-5515 Interpretation of the Division of 


Enforcement 


Under current interpretations it is necessary to determine 
LR-6448 


whether the plan involves “‘an attempt or offer to dispose 
of, or solicitation of an offer to buy, a security or interest 
in a security, for value,”’ as referred to in the definition of 
“offer for sale” in Section 2(3) of the Act, by the issuer 

of such security or underwriter for such issuer or an affiliate. 
See Securities Act Release No. 4790 (July 13, 1965) con- 
cerning employee stock purchase plans. In applying the 
criteria of Securities Act Release No. 4790 to dividend rein- 
vestment plans, the Division in the past has declined to 


SEC v. Koscot Interplanetary, Inc. 
Fifth Circuit reversed trial court 
and held that Koscot’s offers and 
sales of positions in its pyramid 
selling scheme constituted offers 
and sales of securities. 

The Stratton Group, Limited, 

formerly John’s Bargain Stores 

Corporation, et al. 


LR-6450 


LR-6451 


Complaint was filed seeking in- 
junctive action against antifraud 
and reporting violations and 
directing the corporate defendant 
to correct its annual, quarterly, 
and other periodic reports filed 
with the Commission for the 
years 1972 and 1973. 


SEC v. The Senex Corporation, 
et al. 


Municipal revenue bonds offer 
and sale involved in complaint 
seeking injunction against viola- 
tion of antifraud provisions. 








state a no-action position with respect to plans in which a 
subsidiary proposed to administer the plan for its parent or 
in which the issuer itself was to perform such functions; the 
basis for this interpretation is that the activities of either 
the issuer or its affiliate would result in the issuer’s involve- 
ment in the transactions and thus may render unavailable 
any exemption from the registration requirements of the 
Act. Prior to November 1972, some issuers did receive no- 
action letters from the staff in which the reinvestment plan 
was to be operated either by the issuer itself, or by a sub- 
sidiary. Accordingly, to alleviate any inequities that may 
exist because of differing interpretative positions, the inter- 
pretative position of the Division, until further notice, will 
be that the issuer or its affiliates may perform bookkeeping 
and similar administrative functions in operating dividend 
reinvestment plans and that such activities in and of them- 
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selves will not, in the view of the Division, cause the partici- 
pation by the issuer or its affiliates to exceed the boundar- 
ies set forth in Securities Act Release No. 4790. This revised 
interpretation does not alter the existing requirement reflect- 
ed in Securities Act Release No. 4790 that the plan be offer- 
ed through a security holders’ agent not affiliated with the 
issuer, and that securities acquired on behalf of the plan be 
acquired through such agent. 


The Commission also announced that its staff is preparing 
recommendations for the Commission's consideration for 
the purpose of clarifying the circumstances in which divi- 
dend and similar reinvestment plans may be operated with- 
out compliance with the registration requirements of the 
Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10893A/July 2, 1974 


Admin. Proc. File No. 3-4389 
In the Matter of 


CLYDE E. SKEEN 
7140 Spring Valley Road 
Dallas, Texas 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange Act, 
Clyde E. Skeen, who was associated with James L. Cody, 
Inc. (“Cody, Inc.”’), formerly a registered broker-dealer, 1/ 
has submitted an offer of settlement which the Commission 
has determined to accept. Solely for the purpose of these 
proceedings, and without admitting or denying the allega- 
tions in the order for proceedings, respondent consents to 
the findings and sanction below. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about June 1971 through March 
1973, respondent willfully aided and abetted violations of 
Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that Cody, Inc. effected securities transactions 
when its aggregate indebtedness exceeded 2,000 per centum 
of its net capital and it did not have and maintain net capital 
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of not less than $5,000; 


2. During the period from about September 1971 through 





March 1973, respondent willfully aided and abetted viola- ‘ 
tions of Section 17(a) of the Exchange Act and Rule 17a-11 197 
thereunder in that Cody, Inc. failed to file required reports itie 
concerning its net capital condition; and Act 
sale 
3. Respondent willfully aided and abetted violation of Sec- it cl 
tion 15(b) of the Exchange Act and Rule 15b3-1 there- trac 
under in that Cody, Inc. failed promptly to file an amend- and 
ment to its registration form reflecting the fact that respond- and 
ent had been permanently enjoined on July 26, 1972 from con 
violating certain provisions of the Exchange Act. natt 
and 
In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. > { 
197, 
Accoridngly, 1T |S ORDERED that Clyde E. Skeen be, and Exel 
he hereby is, barred from being associated with any broker- by t 
dealer, provided, that after one year he may apply to the by in 
Commission to become so associated upon showing that he 
will be adequately supervised. 3.0 
regis 
For the Commission, by the Office of Opinions and Review, Act ; 
pursuant to delegated authority. accu 
reco! 
George A. Fitzsimmons ; 
Secretary In vi 
regis’ 
from 





tive June 23, 1973. On November 16, 1973, Cody, Inc. 
and James L. Cody, the firm’s president, were, with their 
consent, barred from association with any broker-dealer, 


1/ The firm's broker-dealer registration was withdrawn effec 
Be: 


brok 





with the provision that after seven months Cody could apply | " “a 

to the Commission to become so associated upon showing of Se 

that he would be adequately supervised. Securities Exchange 

Act Release No. 10505. For t 
pursu 

SECURITIES EXCHANGE ACT OF 1934 

Release No. 10922/July 22, 1974 V/ Ri 
that a 

Admin. Proc. File No. 3-4334 been 
Comn 
ceedi 

In the Matter of for i 
be tru 

HALE SECURITIES CORP. 

366 North Broadway 

Jericho, New York 

(8-15598) 

FINDINGS AND ORDER IMPOSING REMEDIAL SANC- | SECU 

TIONS Releas 

In these proceedings under the Securities Exchange Act, Admir 





Hale Securities Corp. (“‘registrant’’), a registered broker- 
dealer and a member of the National Association of Securi- 
ties Dealers, Inc. (“NASD”), failed to appear at a hearing 
of which it was duly notified. 1/ Accordingly, on the basis 
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of the allegations in the order for proceedings, it is found 


1. During the period from about November 1972 to July 
1973, registrant willfully violated Section 17(a) of the Secur- 
ities Act and Sections 15c(5) and 10(b) of the Exchange 

Act and Rule 10b-5 thereunder in that, in the offer and 

sale of common stock of Proof Lock International, Inc., 

it charged unfair prices, effected transactions at a time when 
trading in the stock had been suspended by the Commission, 
and made material misrepresentations concerning the nature 
and profitability of Proof Lock’s business operations. its 
contracts and the market for its products, the speculative 
nature of Proof Lock stock, and the existence of current 

and accurate financial information concerning the company. 


2. During the period from about January through April 
1972, registrant willfully violated Section 7(c)(1) of the 


Exchange Act and Regulation T promulgated thereunder 














by the Board of Governors of the Federal Reserve System 
by improperly extending credit to customers. 


| 3. During the period from about January 1972 to July 1973, 


registrant willfully violated Section 17(a) of the Exchange 
Act and Rules 17a-3 and 17a-4 thereunder by failing to make 
accurately, keep current and preserve required books and 
records. 


In view of the foregoing, it is in the public interest to revoke 
registrant’s broker-dealer registration and to expel registrant 
from NASD membership. 


ccordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Hale Securities Corp. be, and it hereby 
is, revoked; and that Hale Securities Corp. be, and it hereby 
is, expelled from membership in the National Association 
of Securities Dealers, Inc. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 6(e) of the Commission’s Rules of Practice provides 
that a party’s failure to appear at a hearing of which it has 
been duly notified shall be deemed a default and that the 
Commission may, in such circumstances, determine the pro- 
ceedings against such party upon consideration of the order 
for proceedings, the allegations of which may be deemed to 
be true as to such party. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10923/July 23, 1974 


Admin. Proc. File No. 3-4268 






nthe Matter of 


E. F. HENDERSON & CO., INC. 
15 William Street 

New York, New York 

(8-7439) 


MELVIN SCHNEIDERMAN 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


E. F. Henderson & Co., Inc., a registered broker-dealer, 
and Melvin Schneiderman, its president, have submitted an 
offer of settlement which the Commission has determined 
to accept. Solely for the purpose of these or any other pro- 
ceedings pursuant to specified provisions of the Securities 
Exchange Act, and without admitting or denying the allega 
tions in the order for proceedings, respondents consent to 
the findings and the sanctions set forth below. 


The order for proceedings alleges, among other things, that 
during the period from about October 1969 to May 1970, 
respondents participated in a fraudulent scheme involving 
the domination, control and manipulation of the market 
for the common stock of Belmont Franchising Corp. 


On the basis of the offer of settlement, it is found that 
respondents willfully violated the antifraud provisions of 
Section 17(a) of the Securities Act and Section 19(b) of 

the Exchange Act and Rule 10b-5 thereunder. 1/ It is also 
found that it is in the public interest to impose the sanctions 
specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that the broker-dealer regis- 
tration of E. F. Henderson & Co., Inc. be, and it hereby is, 
revoked; and that Melvin Schneiderman be, and he hereby 
is, suspended from being associated with any broker or 
dealer for six months, following which he is barred from 
any such association except as a supervised employee in a 
non-supervisory capacity upon a showing to the Commission 
that he will be adequately supervised. The suspension of 
Melvin Schneiderman will commence with the opening of 
business on July 29, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10924/July 24, 1974 


Admin. Proc. File No. 3-4227 


In the Matter of 


SEC DOCKET/625 








JEFFREY KARP 
3351 Emerson 
Skokie, Illinois 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Jeffrey Karp, formerly a registered representa- 
tive of Weinress & Co., Inc., a registered broker-dealer, 1/ 
has submitted an offer of settlement. Solely for the purpose 


of these and any other proceedings under specified provisions 


of the Securities Exchange, Securities Investor Protection, 
Investment Advisers, and Investment Company Acts, and 
without admitting or denying the allegations in the order for 
proceedings, respondent consents to findings of misconduct 
as alleged in that order and to imposition of a specified 
sanction. Upon the recommendation of its staff, the Com- 
mission determined to accept the offer. 


On the basis of the offer of settlement and the order for 
proceedings, it is found that: 


1. During the period from about January 1, 1971 to March 
22, 1973, Karp willfully violated Sections 5(a) and 5(c) of 
the Securities Act in that he offered, sold and delivered 
after sale common stock of Contemporary Environments, 
Inc. when no registration statement under that Act had been 
filed or was in effect as to such stock. 


2. During the period from about September 1970 to March 
22, 1973, Karp willfully violated Section 17(a) of the Secur- 
ities Act and Section 10(b) of the Exchange Act and Rule 


10b-5 thereunder in that, in the offer and sale of Contempor- 


ary common stock, he made material misstatements and 
omissions concerning the unusually high risk involved in 
making an investment, the source of the stock being offered 
and sold, a prospective rise in its price, Contemporary’s 
substantial prior operating losses, the value of its assets, 

the company’s financial condition, business and operations, 
the identity of its management, the issuance of Contempor- 
ary stock for little or no consideration to control persons, 
the amount of stock owned by such persons through 
nominees, and the misapplication and diversion by such per- 
sons of funds and assets. 


In view of the foregoing, it is in the public interest to impose 


the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Jeffrey Karp be, and he 
hereby is, suspended from association with any registered 
broker-dealer, investment adviser, investment company or 
affiliate thereof for 180 days, and that he be, and he hereby 
is, barred thereafter from any such association in any capa- 


city other than as a supervised employee in a non-supervisory 


capacity. The suspension shall be effective as of the opening 
of business on August 5, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


626/SEC DOCKET 


1/ Pursuant to its offer of settlement in these proceedings, 
Weinress & Co., Inc. was suspended from transacting busi- 
ness for 30 days. It agreed to withdraw its broker-dealer 
registration promptly thereafter. Securities Exchange Act 
Release No. 10895 (July 2, 1974), 4 SEC Docket 531. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10925/July 24, 1974 


Admin. Proc. File No. 3-4471 
In the Matter of 


JOHN L. COLMAR, JR. 
899 Skokie Boulevard 
Northbrook, Illinois 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange Act, 
John L. Colmar, Jr., formerly a registered representative of 
a registered broker-dealer, has filed a stipulation and con- 
sent. Solely for the purpose of these and any other pro- 
ceedings pursuant to specified provisions of the Exchange, 
Investment Advisers, Investment Company and Securities 
Investor Protection Acts, and without admitting or denying 
the allegations in the order for proceedings, respondent con- 
sents to the findings and sanction below. 


On the basis of the order for proceedings and respondent's 
consent, it is found that during the period from about 
February to March 1971, in connection with the purchase, 
offer and sale of the common and Class A common stock 
of Universal Telephone, Inc. (“UTI”), respondent willfully 
violated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder by 
causing confirmations of purchases of UTI stock to be sent 
to customers who had not agreed to buy the stock and by 
misrepresenting, among other things, the prospective rise in 
the price of UTI stock, UTI’s financial condition and future 
earnings, the safety of an investment in UTI stock, and the 
suitability of the stock to the financial needs and objectives 
of individual customers. 


In view of the foregoing, it is in the public interest to impose 
the sanction to which respondent has consented. 


Accordingly, IT IS ORDERED that John L. Colmar, Jr. be, 
and he hereby is, barred from association with any broker- 
dealer, investment adviser, or investment company, or any 
affiliate thereof. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10926/July 24, 1974 


Admin. Proc. File No. 3-4342 
In the Matter of 


FIDUCIARY CAPITAL CORPORATION 
375 Park Avenue 

New York, New York 

(8-15275) 


MORRIS GREENBERG 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Fiduciary Capital Corp. (“registrant”), a regis- 
tered broker-dealer, and Morris Greenberg, its president, 
have submitted an offer of settlement. Solely for purposes 
of these proceedings, and without admitting or denying the 
allegations in the order for proceedings, respondents con- 
sent to findings of misconduct as alleged in that order and 
to the imposition of specified sanctions. Upon the recom- 
mendation of its staff, the Commission determined to 
accept the offer. 


On the basis of the order for proceedings and the offer of 


5 settlement, it is found that registrant, willfully aided and 


abetted by Greenberg, willfully violated Section 17(a) of 
the Exchange Act and Rule 17a-5 thereunder in that it 
failed to file with the Commission a report of its financial 
condition for the calendar years 1971 and 1972. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that the broker-dealer regis- 
tration of Fiduciary Capital Corp. be, and it hereby is, 
suspended for a period of 70 days; and that Morris Green- 
berg be, and he hereby is, suspended from being associated 
with any broker or dealer for the same period. The suspen- 
sions shall be effective as of the opening of business on 
August 5, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Reiease No. 10927/July 26, 1974 


) Admin. Proc. File No. 3-3132 








In the Matter of 





MARROCCO & CO., INC. 
29 Harvard Street 
Brookline, Massachusetts 
(8-16002) 


RONALD J. MARROCCO 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Marrocco & Co., Inc. (“registrant’’), a regis- 
tered broker-dealer, and Ronald J. Marrocco, president of 
registrant, have submitted an offer of settlement. Solely for 
the purpose of settling these proceedings, and without ad- 
mitting or denying the allegations in the order for proceed- 
ings, respondents consent to findings of willful violations 
as alleged in that order and to the imposition of specified 
sanctions. Upon the recommendation of its staff, the Com- 
mission determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from on or about October 1, 1970 to 
July 14, 1971, respondents willfully violated Sections 5(a) 
and 5(c) of the Securities Act in that they offered, sold 
and delivered after sale common stock of Technology As- 
sociates, Inc. when no registration statement under that 
Act had been filed or was in effect as to said securities. 


2. During the period from on or about October 28, 1970 

to July 14, 1971, respondents willfully violated Section 

17(a) of the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder, in that they mailed confirma- 
tions for the sale of Technology stock to persons who were 
not customers of registrant and had not ordered the stock. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offer of settlement. 


Accordingly, IT IS ORDERED that the registration as a 
broker and dealer of Marrocco & Co., Inc. be, and it hereby 
is, revoked; and it is further ORDERED that Ronald J. 
Marrocco be, and he hereby is, suspended from any associa- 
tion with a broker-dealer, investment adviser or investment 
company for 30 days, and from any such association in a 
supervisory or proprietary capacity for a period of six 
months. 


For the Commission, by the Office of Opinions and Review, 


pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10928/July 25, 1974 
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Admin. Proc. File No. 3-4219 
In the Matter of 


MICHAEL RICH 
12 Stauber Drive 
Plainview, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Michael Rich, who was a partner of A. C. Kluger 
& Co. (“registrant”), formerly a registered broker-dealer, 1/ 
has submitted an offer of settlement. Solely for the purpose 
of these or any other proceedings under specified provisions 
of the Exchange, Investment Advisers, and Investment Com- 
pany Acts, and without admitting or denying the allegations 
in the order for proceedings, respondent consents to find- 
ings of willful violations as alleged in that order and to the 
imposition of a specified sanction. Upon the recommenda- 
tion of its staff, the Commission determined to accept the 
offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 


1. During the period from about February 9 to September 
28, 1972, Rich willfully violated Section 17(a) of the Se- 
curities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in that, in the offer and sale of 
common stock of Minute Approved Credit Plan, Inc., he 
made mater‘al misrepresentations concerning the participa- 
tion of others in the stock’s distribution, the misapplica- 
tion and diversion of funds realized from its sale, the return 
to certain investors of a portion of the purchase price, pur- 
chases of Minute stock vy registrant, and the placing of a 
substantial portion of the Minute offering in nominee 
accounts. 


2. At various times during the same period, Rich willfully 
aided and abetted violations of: 


a. Sections 5(a) and 5(c) of the Securities Act in that he 
offered, sold and delivered after sale Minute common stock 
when no registration statement under that Act had been 
filed or was in effect as to such securities; 


b. Section 15(c)(2) of the Exchange Act and Rule 15c2-4 
thereunder in that, while participating in a distribution of 
Minute stock on a “best efforts, 50% or none”’ basis, regis- 
trant failed to deposit promptly funds received in payment 
for such stock in a separate bank account, as agent or 
trustee for the persons with a beneficial interest therein, 
and to return such funds to the persons entitled thereto 
when the required minimum amount of the offering was 
not sold; 


c. Section 15(c)(1) of the Exchange Act and Rule 15c1-4 
thereunder in that registrant effected transactions in Minute 
stock without giving or sending customers timely written 
confirmations disclosing the capacity in which it acted and 
other required information; and 


628/SEC DOCKET 


d. Section 17(a) of the Exchange Act and Rules 17a-3, 
17a-4, and 17a-11 thereunder in that registrant failed to 
make accurately, keep current and preserve certain books 
and records, to give telegraphic notice of its recordkeeping 
deficiencies; and to file a report stating the steps being 
taken to correct that situation. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Michael Rich be, and 
he hereby is, suspended from being associated with any 
broker-dealer, investment adviser, or investment company 
for a period of four months; and that Rich be, and he 
hereby is, barred from any such association in a supervisory 
capacity, with the proviso that, after two years, he may 
apply to the Commission to become so associated. The sus- 
pension shall be effective as of the opening of business on 
August 5, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ On January 15, 1974, registrant's registration was re- 
voked pursuant to its consent. Securities Exchange Act Re- 
lease No. 10598, 3 SEC Docket 392. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10929/July 25, 1974 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter and exchange 
trading in the securities of The Stratton Group, Limited 
(“Stratton’’) of Hicksville, New York, will terminate at 
midnight (EDT) July 26, 1974. 


The Commission initiated the trading suspension in the se- 
curities of Stratton on September 7, 1973 at the request of 
the company because of irregularities in accounting entries 
which would materially affect the company’s reported oper- 
ating results for 1972. 


The American Stock Exchange halted trading in the com- 
mon stock of Stratton on September 7, 1973. The Ex- 
change’s halt is still in effect. 


On September 17, 1973 Stratton filed a petition in the U.S. 
District Court for the Southern District of New York seek- 
ing an arrangement with creditors under Chapter XI of the 
Federal Bankruptcy Act. 


On July 24, 1974, the Commission filed a complaint in the 
U.S. District Court for the Southern District of New York 
alleging that The Stratton Group, Limited, formerly John’s 
Bargain Stores Corporation, Gerald Sprayregen, Walter C. 

Spengler, Jose L. Umana, and Sabino P. Cardiello have vio- 
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defendant to correct its annual, quarterly, and other period- 
ic reports filed with the Commission for the years 1972 
and 1973. 


According to the Commission’s complaint, The Stratton 
Group, Limited filed a false and misleading annual report 
on Form 10-K with the Commission for the fiscal year end- 
ed December 30, 1972. This annual report allegedly under- 
states the cost of sales and accounts payable by more than 
$1.7 million, thereby overstating net income for the period 
by the same amount. The Commission further alleges that 
the quarterly reports on Form 10-O for the years 1972 and 
1973 also contain false and misleading financial informa- 
tion. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or deal- 
er has any questions as to whether or not he has complied 
with said rule, he should not enter any quotation but im- 
mediately contact the staff of the Securities and Exchange 


& Commission, Division of Enforcement in Washington, D.C. 


If any broker or dealer is uncertain as to what is required 

by Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 

has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10930/July 26, 1974 


Admin. Proc. File No. 3-4403 
In the Matter of 


HARRIS UPHAM & CO., INCORPORATED 
120 Broadway 

New York, New York 

(812588) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 






) In these broker-dealer proceedings under the Securities Ex- 


change Act, an offer of settlement has been submitted by 
Harris Upham & Co., Incorporated (“registrant’’), a regis- 
tered broker-dealer. Solely for the purpose of these and any 
other proceedings pursuant to specified provisions of the 
Exchange Act, and without admitting or denying the alle- 
gations in the order for proceedings, registrant consents to 
a finding of failure of supervision as alleged in that order 
and to specified sanctions. Upon the recommednation of its 
staff, the Commission determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that, 1/ during the period from 
about September 1, 1972 to March 28, 1973, registrant 
failed to exercise reasonable supervision over one of its 
salesmen with a view to preventing him from violating anti- 
fraud provisions of the securities acts in connection with 
his activities involving the purchase, offer and sale of securi- 
ties of The Bolton Group, Ltd. 2/ 


The offer of settlement provides that registrant may be cen- 
sured; that its branch office at 445 Park Avenue, New York 
City, may be suspended for a period of 15 days from en- 
gaging in over-the-counter stock activities, except for un- 
solicited or mutual fund transactions; and that registrant 
will distribute all commissions, mark-ups and mark-downs 
received by that branch office from unsolicited purchases 
or sales of over-the-counter stocks during the suspension 
period, pursuant to a plan to be submitted and acceptable 
to the Commission or its staff. 3/ 


Registrant represents that it will retain an outside consultant 
to review its compliance procedures relating to surveillance 
and solicitation. The consultant will prepare a written report, 
a copy of which will be delivered to the Commission’s Divi- 
sion of Enforcement. Registrant also represents that it has 
revised, or as soon as practicable will revise, those procedures 
(i) to modify the daily compliance run to provide a separate 
compilation of transactions in over-the-counter stocks; (ii) 
to integrate compliance procedures into a single manual! for 
each branch office, and toprepare a separate manual for 
registered representatives; (iii) to initiate a monthly compli- 
ance run which will show concentrations ir any one issue; 
and (iv) to require each registered representative wishing 

to solicit the purchase of securities not recommended by 
registrant’s Research Department to complete a form pro- 
viding all the information known to him about the issuer 
and his reasons for wishing to solicit such purchase. The re- 
vised procedure will provide for prompt review and approval 
of such solicitation by the Branch Office Manager, Super- 
vising Officer, the Main Office Research Department, the 
Main Office Compliance Department and, for non-listed 
securities, the Main Office OTC Department. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that, subject to the terms, 
conditions and undertakings set forth above, Harris Upham 
& Co., Incorporated be, and it hereby is, censured, and 
that its branch office at 445 Park Avenue, New York, New 
York be, and it hereby is, suspended for a period of fifteen 
days, effective as of the opening of business on August 12, 
1974, from engaging in over-the-counter stock activities, 
except for unsolicited or mutual fund transactions. 
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For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondent named in these proceedings. 


2/ See Robert Pile, Securities Exchange Act Release No. 
10758 (April 26, 1974), 4 SEC Docket 198. 


3/ Compensation derived from mutual fund transactions 
is not included in the distribution requirement. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10931/July 26, 1974 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) of the Securities Exchange Act of 
1934 (“Exchange Act’’) the temporary suspension of over- 
the-counter trading in the securities of International Scan- 
ning Devices, Inc. (“ISD’’), located in Fort Erie, Ontario, 
Canada, and International Chemical Development Corpora- 
tion, Inc. (“ICD”), located in Buffalo, New York, for one 
ten-day period commencing at 11:00 a.m. (EDT) July 26, 
1974 and terminating at midnight (EDT) August 4, 1974. 


The Commission initiated the trading suspensions in the se- 
curities of ISD and ICD because of the lack of adequate 
and accurate information available to the public concerning 
the companies’ operations and financial condition. On July 
19, 1974 the Commission filed an action in the U.S.D.C. of 
the Western District of New York against ISD and ICD and 
others alleging violations of various provisions of the securi- 
ties laws. On July 22, 1974, the court issued a temporary 
restraining order against the defendants pending a hearing 
on a motion for a preliminary injunction and temporarily 
froze all of the assets of both companies. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with 

all of the provisions of said rule. If any broker or dealer 

has any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has 
familiarized himself with said rule and is certain that all of 


630/SEC DOCKET 


its provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18507/July 22, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 

Wilmington, Delaware 19807 
(70-5513) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 
PURCHASE COMMON STOCK OF GAS TRANSMISSION 
COMPANY 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (““Columbia’’), a registered holding company, has 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 9, 10 and 12 of the Act and 
Rules 43, 45(b)(1) and 50(a)(3) promulgated thereunder 
as applicable to the following proposed transaction. All 
interested persons are referred to the application-declara- 
tion, which is summarized below, for a complete statement 
of the proposed transaction. 


Columbia proposes to acquire up to 40,000 shares of the 
common stock of Columbia Alaskan Gas Transmission Cor- 
poration (‘Columbia Alaskan’’), a newly-organized Cela- 
ware corporation which has no other issued securities or 
outstanding capital. Columbia Alaskan is authorized to 
issue 40,000 shares of common stock, par value $25 per 
share, for a total capitalization of $1,000,000. Upon con- 
summation of the purchase, Columbia Alaskan will become 
a wholly-owned subsidiary of Columbia. The proceeds of 
the sale of its common stock to Columbia will be used by 
Columbia Alaskan to meet required expenditures incurred 
in its participation in projects for development of proven 
gas reserves in the Arctic regions of Alaska and Canada and 
for transportation thereof to markets in the United States. 


The proposed transaction is only one step in a much larger 
project which involves Columbia's participation with other 
gas producers in an overall gas pipeline project (“Project”). 
Specifically, Columbia's participation in the Project is de- 
signed to provide it and its service area with the benefit of 
transmission facilities for importation of an estimated six 
(6) trillion cubic feet of natural gas from the BP Oil Cor- 
poration’s (““BP’’) proven reserves in the Prudhoe Bay on 
the North Slope of Alaska. Columbia, through its wholly- 
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owned subsidiary, Columbia Gas Transmission Corporation 
(“Columbia Transmission”), has obtained rights in such 


gas in an arrangement with BP heretofore approved by the 


Commission (see Holding Company Act Release No. 17213, 
dated August 2, 1971) which involved advance payments by 


Columbia Transmission to BP of up to $200 million. In addi- 


tion to the aforementioned proven reserves in which Colum- 
bia Transmission has an interest, there is gas reserve poten- 
tial estimated to range from 350 to 400 trillion cubic feet. 
In all, 31 trillion cubic feet have been proven. The Project 
has been designed to transport gas supplies of such magni- 
tude to the lower 48 states. 


Columbia’s participation in the overall Project can best be 
characterized into two projects. One is the Gas Arctic Pro- 
ject, in which Columbia’s interests will be represented by 
Columbia Transmission’s membership in the Gas Arctic/ 
Northwest Project Study Group, a venture which includes 
11 U.S. and 16 Canadian companies. The second is the 
Northern Border Project, in which Columbia’s interest will 
be represented by Columbia Alaskan’s membership in a 
general partnership (‘Northern Border’’) with five other 
gas utility and pipeline companies. Essentially, this break- 
down of the Project into two parts reflects a breakdown of 
the proposed pipeline itself into two different geographical 
sections. 


The Gas Arctic pipeline, which has a designed capacity of 
4.5 billion cubic feet per day and is estimated to cost $5.7 
billion, represents that part of the overall Project which will 
transcend Alaska and Canada, and accordingly will be com- 
prised of two legs of the pipeline, the first of which con- 


é templates transmission of gas by Alaskan Arctic Gas Pipe- 











line Company from Prudhoe Bay, Alaska, to the Alaskan- 
Canadian border whereat the second leg will commence with 
the transmission of gas by Canadian Arctic Gas Pipeline 
Company, Limited, through Canada to two points near the 
Canadian U.S. border, Caroline, Alberta and Monchy, Sas- 
katchewan. 


It is at the Monchy point that the Northern Border Project 
commences. This part of the overall Project, which is to 

have a designed capacity of 3.5 billion cubic feet per day 

and is estimated to cost $1.8 billion, represents that part of 
the Project extending through the United States to a termin- 
al near Delmont, Pennsylvania. The general partners of 
Northern Border, other than Columbia Alaskan, whose re- 
lated companies are also members of the Gas Arctic Project, 
are or will be affiliates or subsidiaries of American Natural 
Gas Company, a registered holding company, Northern 
Natural Gas Company, Texas Eastern Transmission Corpora- 
tion, Natural Gas Pipeline Company of America, and Pan- 
handle Eastern Pipeline Company. 


The General Partnership Agreement (“partnership Agree- 
ment’) provides, among other things, that Columbia 
Alaskan’s obligations thereunder are contingent upon Com- 
mission approval of the proposed financing contained here- 
in and that Columbia Alaskan will contribute its share to 
the capital requirements of Northern Border, over a period 
of years, conditional upon receiving all necessary regula- 
tory approvals. Any such future capital contributions will 
be the subject of further applications to this Commission. 
Northern Border will be succeeded, pursuant to the terms 
of the Partnership Agreement, by Northern Border Pipeline 


Corporation, a Delaware corporation which will issue its 
1,000 shares of capital stock to the partners in relation to 
each partner's share of total capital investment in North- 
ern Border. 


A statement of the fees, commissions, and expenses incur- 
red or to be incurred in connection with the proposed 
transaction will be supplied by amendment. It is stated 
that no State commission, and no Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 15, 1974, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert: or he may request that he be notified 

if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicant- 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18508/July 23, 1974 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 
(70-5509) 


ORDER AUTHORIZING ISSUE AND SALE OF PRE- 
FERRED STOCK IN NEGOTIATED UNDERWRITING; 
RELEASE OF JURISDICTION 


The Columbia Gas System, Inc. (‘Columbia’), a registered 
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holding company, has filed an amendment to its application- scribed in Rule 24 promulgated under the Act; and that 
declaration in this proceeding under the Public Utility Hold- said reservation of jurisdiction be, and hereby is, released. 
ing Company Act of 1935 (““Act’’) pursuant to Sections 6, ‘ 
7, 12(c) and Rule 50 promulgated thereunder regarding the For the Commission, by the Division of Corporate Regula- 
following proposed transaction. tion, pursuant to delegated authority. 





By Order dated June 26, 1974, (Holding Company Act Re- 
lease No. 18469), Columbia was authorized to issue and 

sell, pursuant to the competitive bidding requirements of 
Rule 50, 1,000,000 shares of ___% Cumulative Preferred 
Stock, Series A, with a par value of $50 per share (‘’Pre- 


George A. Fitzsimmons 
Secretary 





ferred Stock”). The competitive bidding failed to produce 
any valid bids and Columbia requested, pursuant to para- 
graph (a)(5) of Rule 50, an exception from the competitive 
bidding requirements of the rule, permitting Columbia to 
enter into negotiations with an underwriting group or groups PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
for sale of the Preferred Stock. This request was granted by — Release No. 18509/July 23, 1974 

Order dated July 11, 1974, (Holding Company Act Release 

No. 18494), subject to a reservation of jurisdiction regard- 


ing the terms and conditions of the Preferred Stock, the In the Matter of 
dividend rate thereof, the price to Columbia and related 
matters. INDIANA & MICHIGAN ELECTRIC COMPANY 


din Ge ie i a at a te 


; : oe , : 2101 Spy Run Avenue 
By said amendment to its application-declaration, Columbia = Fort Wayne, Indiana 46801 


states that it has completed negotiations with an under- 
writing group headed by the investment banking firm of 
Salomon Brothers for a public offering of the Preferred 
Stock. The gross price to Columbia and the public offering 
price will be $50 per share; the underwriting commission, 


AMERICAN ELECTRIC POWER COMPANY 
2 Broadway 
New York, New York 10004 
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to be paid by Columbia, will be $1.25 per share. The Pre- (70-5493) 
ferred Stock will have a dividend rate of 11%% ($5.625 per 
share); will be redeemable at Columbia’s option at prices SUPPLEMENTAL ORDER GRANTING EXCEPTION 
determined by adding to the public offering price 100% FROM COMPETITIVE BIDDING AND NOTICE OF - | 
of the annual dividend for the first five years, 75% of the POST-EFFECTIVE AMENDMENTS REGARDING 4 t 
annual dividend for the second five years and 50% for the TERMS OF ISSUE AND SALE OF CUMULATIVE PRE- t 
third five years, provided, however, that no optional re- FERRED STOCK t 
demption may be effected prior to July 1, 1979 with funds t 
borrowed at an effective interest cost lower than the annual ? : 
dividend rate of the Preferred Stock, or through the sale tah” IS on aa a oath oe 
of other preferred stock with a dividend rate less than that er Sey. ES. te » 0 FageeNTES hea Coe 
of the Preferred Stock; and will be subject to a sinking fund, pany, and its electric utility subsidiary ay thai Indiana : 
commencing in 1980, for the annual retirement of 100,000 & Michigan Electric Company (“1&M"), have filed with 
shares of the Preferred Stock, which may be satisfied in this Commission post-ef fective amendments to the appli- 
whole or in part by shares purchased, redeemed or otherwise cation-declaration previously filed in this mnetter, regs 
acquired by Columbia. to Sections 6(b) and 12(c) of the Public Utility Holding a 
Company Act of 1935 (““Act’’) and Rules 42 and 50 pro- Q 
The underwriting commission of $1.25 per share to be paid mulgated thereunder as applicable to the proposed war ; 
by Columbia will amount to a total of $1,250,000. No State saction. All interested a referred to the 7 lice: ; 
or Federal commission, other than this Commission, has tion-declaration, as now amended, which is summarized 
jurisdiction over the transaction proposed in the application- below, for a complete statement of the proposed transac- 
declaration as amended. tan. ' 
Upon the basis of the facts in the record, it is hereby found By order dated June 12, 1974 (Holding Company Act Re- Mt 
that the applicable provisions of the Act and rules thereunder '@ase No. 18456), this Commission, among other things, ¥ 
are satisified and that no adverse findings are necessary; that @Uthorized the issuance and sale of 300,000 shares of 
it is appropriate in the public interest and in the interest of 1&M's Cumulative Preferred Stock. Shortly before bids 
investors and consumers that said application-declaration, as Were to be received for the Cumulative Preferred Stock, ’ 
amended, be granted and permitted to become effective; a rong ice a apr en te regetiesfenpe ie ' 
hia ht ee : at the groups bidding on the stock might no able 
and mat the jurisdiction heretofore reserved should be re- 4 for all of the 300,000 shares which 1&M proposed to t 
issue and sell. Because of these unfavorable developments, U 
IT iS ORDERED, pursuant to the applicable provisions of 1&M cancelled bidding on the stock prior to receipt of . 
the Act and rules thereunder that said application-delcara- any bids. * 





tion, as amended, be granted and permitted to become effec- 


tive forthwith, subject to the terms and conditions pre- 1&M now proposes to discuss a public offering or private 
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placement of the Cumulative Preferred Stock and the terms 
thereof with representatives of at least one of the managers 
of each of the three bidding groups which were formed 
prior to June 18, 1d74, for the purpose of considering the 
submission of a proposal for the Cumulative Preferred 
Stock and others and, upon the conclusion of such discus- 
sion, to select, among available alternatives, a financing 
arrangement which, in the view of 1&M, will result in the 
issue and sale of Cumulative Preferred Stock on terms 
which, under current conditions, are reasonable. 1&M will 
not proceed with any such sale of the Cumulative Preferred 
Stock without a supplemental order of the Commission. 


The post-effective amendments states that, during the 
course of such negotiations, it may become necessary to 
include in the proposed offering of the Cumulative Prefer- 
red Stock a provision for a sinking fund pursuant to which 
1&M will be required to retire annually shares of the Cum- 
ulative Preferred Stock. Authority for such sinking fund 
acquisition is requested, pursuant to Section 12(c) of the 
Act and as an exemption from the limitations prescribed 
by Rule 42(b). 


The Public Service Commission of Indiana and the Michigan 
Public Service Commission have jurisdiction with respect 

to the terms of the securities to be offered. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 15, 1974, request in writing 

that a hearing be held in respect of such sinking fund, stating 
the nature of his interest, the reasons for such request, and 
the issues of fact or law raised by the filing which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 

mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants-declar- 
ants at the above-stated addresses and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 

date, the application-declaration, as amended, or as it may 
be further amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 

in Rules 20(a) and 100 thereof or take such other action 

as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary insofar as said application-declaration, as amended, 
relates to the request for an exception from the competitive 
bidding requirements of Rule 50: 


IT 1S ORDERED that the application-declaration, insofar 





as it requests exception from the requirements of competi- 
tive bidding be, and it hereby is, granted and permitted to 
become effective forthwith; and 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to pass upon the terms and conditions 
of 1&M’s Cumulative Preferred Stock, including the 
dividend rate, the price to 1&M, the terms of the proposed 
sinking fund, and other matters. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18510/July 24, 1974 


In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 
(70-5499) 


SUPPLEMENTAL ORDER GRANTING EXCEPTION 
FROM COMPETITIVE BIDDING FOR ISSUE AND 

SALE OF FIRST MORTGAGE BONDS AND PREFERRED 
STOCK; NOTICE OF POST-EFFECTIVE AMENDMENTS 
REGARDING TERMS AND CONDITIONS OF PREFER- 
RED STOCK 


Georgia Power Company (‘Georgia’), an electric utility 
subsidiary of The Southern Company (“Southern”’), a 
registered holding company, has filed a post-effective 
amendment to its application-declaration filed in this pro- 
ceeding pursuant to Sections 6(b) and 12(c) of the Pub- 

lic Utility Holding Company Act of 1935 (““Act’’), and 
Rules 42(a) and 50(a)(5) promulgated thereunder, request- 
ing exception from the competitive bidding requirements 
of Rule 50 regarding the proposed issue and sale of 600,000 
shares of its no-par value preferred stock (“Preferred 
Stock”) and up to $130,000,000 principal amount of its 
first mortgage bonds (“Bonds”). 


By Order dated July 9, 1974 (HCAR No. 18491), the 
Commission authorized Georgia, among other things, to 
issue and sell the Bonds and Preferred Stock at competi- 
tive bidding. Accordingly, Georgia publicly invited bids for 
the Bonds and Preferred Stock, to be submitted on July 17, 
1974, but failed to receive any bids for either one. 
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In order to effectuate the sale of these securities as prompt- 
ly as feasible, to enable it to proceed with its current con- 
struction program, Georgia now requests that it be excepted 
from the competitive bidding requirements of Rule 50, pur- 
suant to paragraph (a)(5) thereof, permitting it to negoti- 
ate for a public offering or a private placement of the Bonds 
or Preferred Stock or both. If a public offering appears most 
desirable, Georgia states it will select an investment banking 
firm or group of firms believed by it to assure Georgia the 
maximum benefits from the sale. 


Georgia believes that, in any negotiated sale for the Bonds 
or Preferred Stock, the terms and conditions of those secur- 
ities may have to be changed in some respects not previous- 
ly contemplated. In the case of the Preferred Stock, such 
change may provide for a sinking fund obligating the com- 
pany to retire annually a specified number of shares. 


The issuance and sale of the Bonds and Preferred Stock 
without competitive bidding has been approved by the 
Georgia Public Service Commission. No other State commis- 
sion, and no Federal commission other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


NOTICE IS HEREBY GIVEN that any interested person 
may, not later than August 16, 1974, request in writing 
that a hearing be held in respect of the inclusion of a sink- 
ing fund for the Preferred Stock, stating the nature of his 
interest, the reasons for such request, and the issues of 

fact or law raised by said amended application-declaration 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, Se- 


curities and Exchange Commission, Washington, D.C. 20549. 


A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cant-declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration as amended in 
respect of that matter, or as it may be further amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


On the basis of the facts in the record, it appears to the 
Commission that the amended application-declaration, in- 
sofar as it pertains to the issuance and sale of the Bonds 
and Preferred Stock without competitive bidding, should 
be granted and permitted to become effective: 


iT 1S ORDERED, that the amended application-declara- 
tion, insofar as it pertains to the requested exception from 
the competitive bidding requirements of Rule 50, be 
granted and permitted to become effective forthwith sub- 
ject to the terms and conditions prescribed in Rule 24 
promulgated under the Act; and 
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IT IS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved to pass on the terms and condi- 
tions of the Bonds and Preferred Stock, together with the 
interest and dividend rates thereon, respectively, the prices 
to Georgia and related matters. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18511/July 26, 1974 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 
(70-5390) 


ORDER AUTHORIZING PROPOSED GUARANTEE OF 
FIRST MORTGAGE BONDS AND SHORT-TERM NOTES 
OF NON-AFFILIATE COMPANIES AND EXTENSION 
OF SHORT-TERM BORROWING AUTHORIZATION 


Ohio Edison Company (“Ohio Edison”), an electric utility 
company and a registered holding company, and its elec- 
tric utility subsidiary company, Pennsylvania Power Com- 
pany (‘Penn Power”’), have filed a post-effective amend- 
ment to the application-declaration previously filed in this 
proceeding with this Commission pursuant to Sections 6, 
7, and 12(b) of the Public Utility Holding Company Act 
of 1935 (““Act’’) and Rule 45 promulgated thereunder re- 
garding the following proposed transactions. 


Ohio Edison and Penn Power along with Duquesne Light 
Company (‘Duquesne’), the Cleveland Electric Illumin- 
ating Company (“CEI”) and the Toledo Edison Company 
(“Toledo Edison’’), all unaffiliated with Ohio Edison or 
Penn Power, have entered a joint development program 
for power generation and transmission known as the Cen- 
tral Area Power Coordination Group (“CAPCO”’). On De- 
cember 22, 1969, Ohio Edison, Penn Power and Duquesne, 
as buyers, entered into a 25-year coal supply agreement 
with the North American Coal Corporation, as seller, for 
supplying the coal requirements of a CAPCO generating 
unit and a supplementary agreement to develop a new 
mine also to supply the said unit. These agreements were 
assigned by the seller to its wholly-owned subsidiary, 
Quarto Mining Company (‘‘Quarto’’). An order has been 















































issued authorizing Ohio Edison and Penn Power to acquire 
notes, together with Duquesne, to finance the new Quarto 
mine. (Holding Company Act Release No. 16905, Novem- 
ber 16, 1970). On November 30, 1971, the CAPCO com- 
panies entered into an agreement directly with Quarto to 
provide for the coal requirements of other CAPCO company 
generating units and to provide for additions to the new 
mine and the development of other new mines. 


The transactions that are the subject of this proceeding re- 
late to the permanent financing arrangements pursuant to 
which Quarto will complete additions to or the develop- 
ment of two of the new mines. The financing includes a 
lease portion (“lease portion”) and a debt portion (“‘finan- 
cing portion”’). Under the lease portion Quarto will lease 
equipment to extract, haul, crush, clean, prepare, convey, 
and deliver to a large loading point mine run coal. 


The overall cost of the project was originally estimated at 
$140,000,000, $105,000,000 of which was to be supplied 
under the lease portion of the transaction and $35,000,000 
of which was to be supplied under the financing portion of 
the transaction. It is now stated that the total cost is esti- 
mated to be $150,000,000, the $10,000,000 increase to 

be supplied by increasing the financing portion to $45,000,- 
000. The increase in cost is attributed to a reduction in 
revenues derived from coal sales resulting chiefly from 

labor problems at the mine. An additional reason for the 
increase in the financing portion is said to be that interest 
rates charged with respect to Quarto’s interim bank finan- 
cing have been higher than originally anticipated. 


By order dated October 30, 1973 (Holding Company Act 
Release No. 18144) issued in this proceeding, this Com- 
mission authorized Ohio Edison and Penn Power to issue 
certain guarantees in connection with Quarto’s develop- 
ment of the above-mentioned mines designed to serve the 
CAPCO companies. The applicants-declarants have now 
requested the same authority with regard to the additional 
$10,000,000 amount proposed to be issued in connection 
with the financing portion of the transaction. 


ltis stated that pursuant to the financing portion of the 
transaction, Quarto has issued $20,500,000 principal 
amount of its bonds. It is now proposed that Quarto issue 
anew series of bonds under the financing portion (“Series 
B Bonds’’) in a total principal amount of $20,000,000 

to mature January 1, 2000 and bearing an expected inter- 
est rate of 9.70% per annum. The Series B Bonds will be 
equally and ratably secured with the bonds previously 
issued with regard to the financing portion. 


Itis stated that indications of interest have been obtained 
from institutional investors with respect to the Series B 
Bonds. It is also stated that indications of interest have been 
obtained with respect to the issuance by a special purpose 
corporation of $10,000,000 in new notes (‘’Series B Notes’’) 
to finance the lease portion of the transaction. 











Although commitments will be obtained now with respect 
to the Series B Notes and the Series B Bonds, it is stated 
Nhat the institutional investors who will have committed 

0 purchase the same do not wish to take delivery thereof 
prior to January 1975 based on reasons related to the 


management of their own funds. Accordingly, the Series 

B Notes and Series B Bonds are not expected to be 

issued prior to January 1975. To provide for needed funds, 
additional bank’ lines of credit have been arranged through 
June 30, 1975. Borrowings under these lines will be by 
Quarto or by the Owner Trustee under the lease transac- 
tion and will be limited to nine months or less. 


It is proposed that repayment of the borrowings under the 
bank lines of credit be severally guaranteed by the CAPCO 
companies. To make such guarantees, Ohio Edison and 

Penn Power request an extension of the authorization pre- 
sently granted to them by the above-mentioned order of 
October 30, 1973, to make short-term borrowings and/or 
guarantees not in excess of 10% of their respective capitaliza- 
tions through June 30, 1975. 


The short-term borrowings to be made by Quarto and/or 
the Owner Trustee under the lease transaction, the repay- 
ment of which are proposed to be guaranteed by the CAP- 
CO companies, will be primarily under lines of credit es- 
tablished with five banks as follows: 





Amount of Interest Commit- 
Bank Line Rate* ment Fee 
Central National $ 3,000,000 115% of Vae% 
Bank of Prime 
Cleveland 
Society Nation- 3,000,000 125% of None 
al Bank of Prime 
Cleveland 
Cleveland Trust 10,000,000 117% of None 
Company Prime 
The Chase 25,000,000 120% of None 
Manhattan Prime 
Bank, 
N.A. 
Mellon Bank, 5,000,000 Prime None 
N.A. plus 
1-1/4% 


*It is stated that no compensating balances are 
required in connection with these lines of credit. 


It is stated that the Public Utilities Commission of Ohio 
has authorized the proposed transactions with respect to 
Ohio Edison, and the Pennsylvania Public Utility Commis- 
sion has authorized the proposed transactions with respect 
to Penn Power. It is represented that no other state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18478), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
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rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that said 
application-declaration, as further amended by the post- 
effective amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as further amended by the post-effective amendment, 
be, and it hereby is, granted and permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18512/July 25, 1974 


In the Matter of 


MICHIGAN CONSOLIDATED GAS COMPANY 
Detroit, Michigan 
(70-5512) 


SUPPLEMENTAL ORDER MODIFYING MATURITY 
DATE OF FIRST MORTGAGE BONDS 


By Order dated July 17, 1974 (HCAR No. 18501), the 
Commission, pursuant to the applicable provisions of the 
Public Utility Holding Company Act of 1935 (“‘Act’’) and 
rules thereunder, granted an application of Michigan Con- 
solidated Gas Company to issue and sell $40,000,000 
principal amount of First Mortgage Bonds, % Series 
due 1999. Said application having been amended to change 
the maturity date of the Bonds to August 1, 1982: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that the application as so 
amended be granted forthwith. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18513/July 25, 1974 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 

Morristown, New Jersey 07960 

(70-5467) 


SUPPLEMENTAL ORDER GRANTING EXCEPTION 
FROM COMPETITIVE BIDDING AND NOTICE OF 
POST-EFFECTIVE AMENDMENT REGARDING 
TERMS OF ISSUE AND SALE OF CUMULATIVE 
PREFERRED STOCK 


Jersey Central Power & Light Company (‘Jersey Central’’), 
an electric utility subsidiary company of General Public 
Utilities Corporation, a registered holding company, has 
filed with this Commission a post-effective amendment 
to the application-declaration previously filed in this 
matter, pursuant to Sections 6(b) and 12(c) of the Public 
Utility Holding Company Act of 1935 (““Act’’) and Rules 
42(a) and 50 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are re- 
ferred to the application-declaration, as now amended, 
which is summarized below, for a complete statement 

of the proposed transaction. 


By orders dated April 3, 1974 and May 24, 1974 (Hold- 
ing Company Act Release Nos. 18361 and 18423), this 
Commission, among other things, authorized the issuance 
and sale of 350,000 shares of Jersey Central’s Cumulative 
Preferred Stock. Pursuant to its public invitation for 
bids, Jersey Central received only one bid on May 30, 
1974 for 200,000 shares of said stock at $100 per share 
and a dividend rate and cost to the company of 12.56%. 
Jersey Central accepted such bid, but concluded the 
following day that it would not proceed with the con- 
summation of the sale because it could not be certain 
that the ultimate purchasers of such 200,000 shares of 
Cumulative Preferred Stock would have knowledge, prior 
to confirmation of their purchase, of certain material 
developments which had occurred subsequent to the dis- 
tribution of its prospectus, upon the basis of which such 
bids had been invited. 


Jersey Central now requests that it be granted an exception 
from the competitive bidding requirements of Rule 50 
with respect to the proposed issuance and sale by it of up 
to 350,000 shares of Cumulative Preferred Stock, in order 
that it may enter into negotiations for a sale on a private 
placement basis, or through a negotiated public under- 
writing, of such shares. The post-effective amendment 
states that, during the course of such negotiations, it may 
become necessary to include in the proposed offering of 
the Cumulative Preferred Stock a provision for a sinking 
fund pursuant to which Jersey Central will be required 

to retire annually shares of the Cumulative Preferred 
Stock. 





























The Board of Public Utility Commissioners of New Jersey 
has jurisdiction with respect to the terms of the securities 
to be offered and no other state commission and no fed- 
eral commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1974, request in writing 
that a hearing be held in respect of such sinking fund, 
stating the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy 

of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declar- 
ant at the above-stated address and proof of service (by 
affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended, or as it may 
be further amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 

as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 

any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary insofar as said application-declaration, as amended, 
relates to the request for an exception from the competi- 
tive bidding requirements of Rule 50: 


IT 1S ORDERED that the application-declaration, insofar as 
it requests exception from the requirements of competitive 
bidding be, and it hereby is, granted and permitted to be- 
come effective forthwith; and 


IT 1S FURTHER ORDERED that jurisdiction be, and it here- 


by is, reserved to pass upon the terms and conditions of 
Jersey Central’s Cumulative Preferred Stock, including 

the dividend rate, the price to Jersey Central, the terms of 
the proposed sinking fund, and other matters. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18514/July 26, 1974 


In the Matter of 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5526) 


NOTICE OF PROPOSED ISSUE AND SALE OF PROMIS- 
SORY NOTES TO BANKS OR ISSUE AND SALE OF 
COMMERCIAL PAPER TO A DEALER 


NOTICE IS HEREBY GIVEN that Michigan Wisconsin 
Pipe Line Company (“Michigan Wisconsin’’), a pipe line 
subsidiary of American Natural Gas Company (“Ameri- 
can”), a registered holding company, has filed an applica- 
tion-declaration and an amendment thereto with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6 and 7 of the 
Act and Rules 50(a)(2) and 70(b)(2) promulgated there- 
under as applicable to the proposed transaction. All inter- 
ested persons are referred to the amended application- 
declaration, which is summarized below, for a complete 
staternent of the proposed transactions. 


Michigan Wisconsin proposes to issue and sell from time 

to time to August 29, 1975, up to a maximum of $100,000,- 
000 on its promissory notes (“Notes”). Accordingly, Mich- 
igan Wisconsin has arranged lines of credit with ten com- 
mercial banks providing for the borrowing of up to 
$100,000,000 on its Notes maturing August 29, 1975. 

The banks and their respective commitments are as follows: 


Amount of 


Name of Bank Commitment 


First National City Bank, 

New York, New York $ 20,000,000 
Manufacturers Hanover Trust 

Company, 

New York, New York 20,000,000 
Chase Manhattan Bank, 

New York, New York 10,000,000 
National Bank of Detroit, 

Detroit, Michigan 13,000,000 
The Detroit Bank & Trust 

Company, 

Detroit, Michigan 9,800,000 
Manufacturers National Bank 

of Detroit, 


Detroit, Michigan 8,000,000 
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Amount of 


Name of Bank Commitment 


First Wisconsin National Bank 
of Milwaukee, 





Milwaukee, Wisconsin $ 7,000,000 
Michigan National Bank, 

Detroit, Michigan 6,000,000 
M & | Marshall & Ilsley Bank, 

Milwaukee, Wisconsin 4,200,000 
Marine National Exchange Bank, 

Milwaukee, Wisconsin 2,000,000 

$1 00,000,000_ 


Each Note will be dated as of the date of issuance, will 
mature August 29, 1975, and will bear interest at the 
prime rate in effect at the lending bank on the date of 
each borrowing, which interest rate will be adjusted to 

the prime rate effective with any change in said rate. 
Interest shall be payable at the end of each 90-day period 
subsequent to the date of borrowing and at maturity. There 
is no commitment fee, closing or other related charges pay- 
able to the banks, and the Notes may be prepaid at any 
time without penalty. In connection with the lines of 
credit, Michigan Wisconsin is required to maintain com- 
pensating balances with the banks, the effect of which is 
to increase the effective interest cost by approximately 
two percent above the prevailing prime rate of 12%. 


Michigan Wisconsin also proposes, in lieu of the issuance 
and sale of its Notes to the above listed banks, to issue 
and sell through August 29, 1975, commercial paper 
(“notes”), to the extent funds are available, up to a max- 


imum of $75,000,000 outstanding at any one time to Gold- 


man, Sachs & Co., New York, New York, a dealer in com- 
mercial paper. The commercial paper will have varying 
maturities of not more than 270 days after the date of 
issue and will be issued and sold in varying dencminations 
of not less than $50,000 and not more than $2,000,000 
directly to Goldman, Sachs & Co. at a discount which 

will not be in excess of the discount rate per annum pre- 
vailing at the date of issuance for commercial paper of 
comparable quality and like maturities. Michigan Wis- 
consin proposes to sell commercial paper only so long as 
the discount rate or the effective interest cost for such 
commercial paper does not exceed the equivalent cost of 
borrowings from commercial banks (after taking into 
consideration compensating balances) on the date of sale, 
except for commercial paper of maturity not exceeding 
90 days issued to refund outstanding commercial paper, 
if in the judgment of Michigan Wisconsin, it would be 
impractical to borrow from commercial banks to refund 
such outstanding commercial paper. 


Goldman, Sachs & Co., as principal, will reoffer such notes 
at a discount not to exceed 1/8 of 1% per annum less than 
the prevailing discount rate to Michigan Wisconsin. Such 
notes will be reoffered to not more than 200 identified 
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and designated customers in a list (non-public) prepared 

in advance by Goldman, Sachs & Co. and no additions 

will be made to the customer lists without approval of 

the Securities and Exchange Commission. It is anticipated 
that the commerciai paper will be held by customers to 
maturity; however, if any commercial paper is repurchased 
by Goldman, Sachs & Co., such paper will be reoffered to 
others in the group of 200 customers. No commission or 
fee will be payable by Michigan Wisconsin in connection 
with the issue and sale of such commercial paper notes. 















































Michigan Wisconsin issued and sold, in June 1974, | 
$38,000,000 of common stock to American and 
$50,000,000 principal amount of first mortgage bonds 
(Holding Company Act Release No. 18391, April 25, | 
1974). Funds provided by these sources and by the 
$100,000,000 of borrowings for which authorization is 
requested will be used by Michigan Wisconsin for advance 
payments relating to gas purchases, to finance its 1974 | 
construction program (estimated to cost $112 million), - 
and to pay borrowings incurred for either of these pur- 

poses in July and August, 1974 under the Company’s 

existing $75,000,000 line of credit (Holding Company I 
Act Release No. 18050, dated August 3, 1973) or other 
short-term borrowings. It is anticipated that funds 

required to retire the Notes and commercial paper will 

ultimately be obtained from additional long-term finan- S 
cing and funds generated internally. 


Michigan Wisconsin requests that the sale of its proposed 
commercial paper be exempted from the competitive 
bidding requirements of Rule 50 on the grounds that the 
commercial paper will have maturities of 9 months or 
less, that current rates for prime borrowers such as 
Michigan Wisconsin are published daily in financial pub- 
lications, and that it is not practical to invite bids for 
commercial paper. 





NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 22, 1974, request in writing 


that a hearing be held on such matter, stating the nature | @ 
of his interest, the reasons for such request, and the | 5 
issues of fact or law raised by said amended application- W 


declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commis- 


an 


sion, Washington, D.C. 20549. A copy of such request Al 
should be served personally or by mail (air mail if the 1 
person being served is located more than 500 miles from W; 
the point of mailing) upon the applicant-declarant at the (8 


above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 


filed with the request. At any time after said date, the NC 
application-declaration, as amended or as it may be Of 
further amended, may be granted and permitted to become A 


effective as provided in Rule 23 of the General Rules and 
Regulation promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action In¢ 
as it may deem appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, includ- 





















ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 





For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8433/July 22, 1974 


See Securities Act Release No. 5515/July 22, 1974. 





| INVESTMENT COMPANY ACT OF 1940 
Release No. 8434/July 22, 1974 


In the Matter of 


CREDIT UNION SERVICES, INC. 
525 School Street, S. W. 
Washington, D. C. 20024 


and 


AMERICAN SECURITY AND TRUST COMPANY 
15th and Pennsylvania Avenue, N. W. 

Washington, D. C. 20013 

(812-3517) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
OF EXEMPTION PURSUANT TO SECTION 6(c) OF THE 
me ACT FROM ALL PROVISIONS OF THE ACT 


, NOTICE IS HEREBY GIVEN that Credit Union Services, 
Inc. (“CUSI"’) and American Security and Trust Com- 

pany (the “Bank” or the “Trustee’’) (collectively referred 
to as “ Applicants’), have filed an application pursuant to 
Section 6(c) of the Investment Company Act of 1940 

“Act’’) for an order exempting the Common Trust Fund 
of American Security and Trust Company of the District 









of Columbia for Credit Union Services Government Secur- 
ities (the “Common Trust Fund’’) from all the provisions 
of the Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of the 
representations.contained therein, which are summarized 
below. 


CUSI, a District of Columbia corporation, was organized 
in May 1964 for the purpose of providing various adminis- 
trative, financial and date processing services to credit 
unions. Except for director qualifying shares, CUSI is 
wholly-owned by the District of Columbia Credit Union 
League (D.C. League’’), a non-profit membership corpor- 
ation composed of credit unions organized under the 
Federal Credit Union Act and located in the District of 
Columbia. The same individuals, who are either elected 
credit union officers or employees of credit unions which 
are members of the D. C. League, serve as directors for 
both CUSI and the D. C. League. 


Applicants have proposed the establishment of the Com- 
mon Trust Fund in order to permit credit unions to invest 
more efficiently in securities representing obligations of 
the United States Government and agencies thereof 
through the collective investment and reinvestment in a 
trust portfolio of such securities which are exempt secur- 
ities under Section 3(a)(2) of the Securities Act of 1933 
(the “1933 Act’’). The corpus of the Common Trust Fund 
will consist of monies contributed by participating trusts 
established with the Bank as trustee (“Participating 
Trusts”) by individual credit unions. Participation in the 
Common Trust Fund will be limited to Participating 
Trusts. It is anticipated that the Common Trust Fund, 
because of its size and ability to diversify investments, 
will provide a greater yield and liquidity to participating 
credit unions than could be obtained through individual 
credit union investments. 


Although it is expected that a majority of credit unions 
who will participate in the Common Trust Fund will be 
federal credit unions and will be located in the metro- 
politan Washington, D. C. area, the Common Trust Fund 
will be open to any credit union coming within the 
definitional sections of the Plan of Common Trust Fund 
(the ““Plan’’). Applicants have applied for a ruling from 
the National Credit Union Administration, which super- 
vises and administers federal credit unions, that, under 
the Federal Credit Union Act, federal credit unions may 
invest their funds in the Common Trust Fund. If any 
state chartered credit union desires to participate in the 
Common Trust Fund, approval of such participation by 
the applicable state agency responsible for administering 
such credit union will be sought if the applicable state 
credit union act by its provisions does not explicitly per- 
mit such participation. It is asserted that the Common 
Trust Fund will be operated and maintained by the Bank 
in compliance with Section 9.18 of the Regulations of 
the Comptroller of the Currency relating to collective 
investment funds. The Bank has submitted copies of 

the Plan to the Office of the Comptroller of the Currency 
for review of its compliance with Section 9.18. 


The Trustee will have full discretionary powers of manage- 
ment and of investment and reinvestment of the Common 
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Trust Fund and of each of the Participating Trusts pro- 
vided such assets are invested or reinvested in units of the 
Common Trust Fund or solely in securities permitted under 
the Plan. Investments of the Common Trust Fund will be 
kept separate and apart from all other property belong- 

ing to or in the custody of the Bank. The Trustee represents 
that it will not sell securities from its own account to or 

buy securities for its own account from the Common Trust 
Fund for as long as it serves as the trustee of the Common 
Trust Fund. Credit unions participating in the Common 
Trust Fund will be provided a monthly report prepared 

by the Trustee setting forth all relevant information on 

the status of each Participating Trust. In addition, each 
credit union establishing a Participating Trust and the 
Comptroller of the Currency will be provided with a yearly 
audited financial report on the Common Trust Fund, a copy 
of which report has also been offered to the Commission. 


Specific expenses incurred by the Trustee in administer- 
ing each Participating Trust, which are not common to all 
Participating Trusts in connection with their participation 
in the Common Trust Fund, will be paid by each respec- 
tive Participating Trust. Reasonable expenses incurred by 
the Trustee in the administration and preservation of the 
Common Trust Fund will be charged to the Common Trust 
Fund. For managing the Common Trust Fund, the Trustee 
will be paid an initial annual fee of .2% of the fair value 

of the Common Trust Fund which will be charged on a 
fractional proportionate basis on each bi-monthly valua- 
tion of the Common Trust Fund. 


The Trustee has retained CUSI to provide advice and 
assistance concerning credit union participation and regu- 
lation of the Common Trust Fund. It is anticipated that, 
except for day-to-day money transfers and reporting 
obligations, CUSI will be responsible for all communica- 
tions with participating credit unions. An initial annual 
fee of .2% of the fair market value of the Common Trust 
Fund will be paid to CUSI on a fractional proportionate 
basis on each valuation date as reimbursement for expenses 
payable by CUSI for its services to the Common Trust 
Fund. It is represented that any profit realized by CUSI 

in any fiscal year of operation of the Common Trust Fund 
will not exceed $20,000 and that any profits in excess 

of $20,000 realized in any fiscal year of operation of the 
Common Trust Fund will be applied against the fee due 
CUSI in the next following ‘‘scal year. All promotional 
materials of the Common Trust Fund will indicate that 
CUSI is a profit making corporation whose profits will 
indirectly inure to the benefit of the D. C. League. 


Applicants submit that it is appropriate in the public in- 
terest and consistent with the protection of investors 

and the purposes fairly intended by the policy and provi- 
sions of the Act for the Commission to enter an order ex- 
empting the Common Trust Fund from all the provisions 
of the Act for the following reasons: (1) Participation 

in the Common Trust Fund will be offered only to credit 
unions; (2) Participating credit unions would be subject 
to continuing reporting provisions, examination require- 
ments, and other regulations of federal and state agencies 
which limit investments to government securities desig- 
nated in the applicable enabling legislation; (3) The 
operation of the Common Trust Fund and the Partici- 
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pating Trusts will be supervised and examined by the 
Comptroller of the Currency to assure compliance with 
Section 9 of the Regulations of the Comptroller of the Cur- 
rency pertaining to fiduciary accounts and collective invest- 
ment funds; (4) The Common Trust Fund will involve 
organizations (credit unions) which are exempted from 
being investment companies by Section 3(c)(4) of the Act 
and securities (government securities and government 
agency securities) which are exempt from the 1933 Act 

by Section 3(a)(2); (5) The Common Trust Fund will 
operate to carry out the congressional policy of providing 
“a further market for securities of the United States” 
(Preamble to the Federal Credit Union Act, Act of June 
26, 1934, 48 Stat. 1216, 12 U.S.C. 1751 et seq); and (6) 
An additional layer of regulation will provide no additional 
protection and would cause only unnecessary burdens and 
expenses and duplication of effort contrary to the inter- 
ests of the members of credit unions and the general 
public. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person or transaction from any pro- 
vision of the Act or of any rule or regulation thereunder, 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 16, 1974, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the addresses stated 
above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued as of 
course following August 16, 1974, unless the Commis- 
sion thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered, will 
receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8435/July 25, 1974 


In the Matter of 


CHANNING BOND FUND, INC. 
CHANNING INCOME FUND, INC. 
CHANNING SECURITIES, INC. 
CHANNING SHARES, INC. 
CHANNING VENTURE FUND, INC. 


and 


CHANNING COMPANY, INC. 
2727 Allen Parkway 

Houston, Texas 77019 
(812-3641) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
APPROVING AN OFFER OF EXCHANGE AND PURSU- 
ANT TO SECTION 6(c) GRANTING EXEMPTION 

FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT AND RULE 22d-1 THEREUNDER 


Channing Bond Fund, Inc., Channing Income Fund, Inc., 
Channing Securities, Inc., Channing Shares, Inc. and Chan- 
ning Venture Fund, Inc. (collectively referred to as Funds”) 
each of which is registered as an open-end investment com- 
pany under the Investment Company Act of 1940 (“‘Act’’) 
and Channing Company, Inc. (“CCI"’) (collectively refer- 
red to with the Funds as ““Applicants’’) have filed an appli- 
cation for an order (1) pursuant to Section 11(a) of the 

Act to permit the Funds to offer to exchange their shares 
ior shares of American General Reserve Fund, Inc., (“AGR 
Fund’’), on a basis other than their relative net asset value 
per share at the time of the exchange and (2) pursuant to 
Section 6(c) of the Act granting exemptions from Section 
22(d) of the Act and Rule 22d-1 thereunder, in connection 
with such exchanges. 


On June 28, 1974, a notice (Investment Company Act Re- 
lease No. 8403) was issued of the filing of said application. 
The notice gave interested persons an opportunity to request 
ahearing and stated that an order disposing of the applica- 
tion would be issued unless a hearing should be ordered. 

No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public inter- 
est and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 

the Act. 


IT |S ORDERED, pursuant to Section 11 of the Act, that 
the proposed exchange offer be approved, and 


IT |S FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from Section 
22(d) of the Act and Rule 22d-1 thereunder, to the extent 
requested, be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8436/July 26, 1974 


In the Matter of 


TECHNIVEST FUND, INC. 
P. O. Box 823 

Valley Forge, Pa. 19482 
(811-1684) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that TECHNIVEST FUND, 
INC. (““Applicant’’), an open-end, diversified management 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act’’), has filed an application pursu- 
ant to Section 8(f) of the Act for an order of the Commis- 
sion declaring that Applicant has ceased to be an invest- 
ment company as defined in the Act. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations set forth therein 
which are summarized below. 


Technivest Fund, Inc. was originally incorporated in Dela- 
ware on June 14, 1968, and registered under the Act by 
filing its Notification of Registration on Form N-8A on 
July 9, 1968. On that same date, it filed a Registration 
Statement under the Act on Form N-8B1 and a Registration 
Statement under the Securities Act of 1933 on Form S-5. 
On April 1, 1973, it was merged into Applicant, a Maryland 
corporation of same name which was organized solely for 
this purpose. 


On November 19, 1973, the shareholders of Applicant ap- 
proved Articles of Transfer and Agreement and a Plan of 
Reorganization (the “Agreement’’) which provided for (i) 
the acquisition by Ivest Fund, Inc. (“Ivest’’), a registered 
investment company, of substantially all the property and 
assets of Applicant (and the assumption by Ivest of Appli- 
cant’s liabilities) in exchange solely for shares of common 
stock of Ivest, (ii) the distribution of such shares of Ivest 
common stock to the shareholders of Applicant according 
to their respective interests and (iii) the dissolution of 
Applicant. 


The acquisition by Ivest of substantially all the property and 
assets of Applicant took place on November 30, 1973. 
Pursuant to the Agreement, Ivest issued 3,485,746 shares 

of its common stock to Applicant which represented an ex- 
change ratio of .8489 shares of Ivest for each share of 
Applicant then issued and outstanding. Such shares of Ivest 
have been delivered to shareholders of Applicant according 
to their respective interests in liquidation of Applicant pur- 
suant to the Agreement. 
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Applicant represents that it has no assets and no sharehold- 
ers and is engaged in no business activity and that it has been 
liquidated and has filed its Articles of Dissolution with the 
State of Maryland. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order, and, upon the effectiveness 
of such order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 23, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the Applicant at the address stated above. 
Proof of such service (by affidavit or, in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application herein will be issued as of course following 
said date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6443/July 22, 1974 


SEC v. ROYAL AIRLINE, INC., et al. 
(S.D. CA Civil Action No. 74-202N) 


Robert H. Davenport, Regional Administrator of the Den- 
ver Regional Office of the Securities and Exchange Commis- 
sion, announced that on July 10, 1974, United States Dis- 
trict Judge Leland C. Nielsen in San Diego entered default 
judgment of permanent injunction against violations of Sec- 
tions 5 and 17 of the Securities Act of 1933 and violations 
of Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder by defendants Royal Airline, 
Inc., International Registrar & Transfer Agency, Inc. and 
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Benny Lipson, all of Las Vegas, Nevada; Gerard F. Lewis of 
Rancho Santa Fe, California; Curtis Wilken of Plano, Texas; 
Marvabelle M. Wimmer of Murray, Utah; and Michael J. 
Orme, Karl Stock Smith and John E. Worthen, aka John 
Walton, of Salt Lake City, Utah, in connection with the of- 
fer and sale of Royal Airline, Inc. common stock and secur- 
ities of any other issuer. 


Previously on June 26, 1974, Judge Nielsen entered an 
order of Permanent Injunction against defendant Richard 
E. SHores of Salt Lake City who consented to the entry of a 
judgment enjoining him from violating Sections 5 and 17 of 
the Securities Act of 1933 and Section 10(b) of the Securi- 
ties Exchange Act of 1934 and Rule 10b-5 thereunder in 
connection with the offer and sale of common stock of 
Royal Airline, Inc. and securities of any other issuer. 


On June 24, 1974, after a hearing on the motion for prelim- 
inary injunction in this matter, Judge Nielsen granted con- 
sent preliminary injunctions against Robert M. Bryson, 
West Los Angeles, California; Ted A. England, Las Vegas, 
Nevada, and Stephen B. Walker, Van Nuys, California, from 
violating Sections 5 and 17 of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder in connection with the offer 
and sale of common stock of Royal Airline, Inc. and securi- 
ties of any other issuer. At the same time Judge Nielsen 
granted a consent preliminary injunction against David E. 
Lobato, Salt Lake City, Utah, from violating Section 17 of 
the Securities Act of 1933 and Section 10(b) of the Securi- 
ties Exchange Act of 1934 and Rule 10b-5 thereunder in 


connection with the offer and sale of common stock of Roy) 


Airline, Inc. and securities of any other issuer. 

The Court refused to grant preliminary injunctions against 
Harry Margulies, John F. McCarthy, Roger Quast and Her- 
bert Segaloff. 


For further information see Litigation Release No. 6361. 





Litigation Release No. 6444/July 22, 1974 


SEC v. STANDARD DREDGING CORPORATION 
(U.S.D.C., D.C., Civil Action No. 74-741) 


William R. Schief, Administrator of the Washington Region- 
al Office of the Securities and Exchange Commission, an- 
nounced that on July 17, 1974, the Honorable John Lewis 
Smith, United States District Court Judge for the District 
of Columbia, entered a Final Judgment of Permanent In- 
junction against Standard Dredging Corporation of Balti- 
more, Maryland. 


The order to which the defendant consented enjoins the de- 
fendant from violations of the reporting requirements of 
Section 13(a) of the Securities Exchange Act of 1934 and 
the rules and regulations thereunder by failing to file with 
the Commission timely and proper reports required to be 
filed thereunder, In addition, defendant is ordered to file 
its annual report on Form 10K for the period ended De- 
cember 31, 1973 on or before July 15, 1974; the quarterly 
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report on Form 100 for the period ended March 31, 1974, 
on or before August 1, 1974; and any other current reports 
which are now delinquent on or before August 15, 1974. 


For further information see Litigation Release No. 6381 and 
Securities Exchange Act of 1934 Release No. 10800. 





Litigation Release No. 6445/July 22, 1974 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced the filing of a complaint today in the United States Dis- 
trict Court for the Western District of New York in Bufialo 
seeking to enjoin further violations of the federal securities 
laws by International Scanning Devices, Inc. (“ISD*’), a 
Delaware corporation with its principal place of business in 
Fort Erie, Ontario, Canada; International Chemical De- 
velopment Corp. (“ICDC”), a Nevada corporation with a 
Buffalo, New York mailing address, Columbia Security and 
Transfer, Inc. (‘Columbia’), |CDC’s transfer agent located 
in Fort Erie, Ontario; Louis P. Mirando (“Mirando”), presi- 
dent of iSD, majority stockholder of ICDC and an officer 
of Columbia; Louis G. Meurer, II! (““Meurer’’), president 

of ICDC, a director and officer of ISD and a director of 
Columbia; C. E. Martin Co., Inc. (“Martin Inc.’”’), a broker- 
dealer in Buffalo, New York; Charles E. Martin (‘Martin’), 
president of Martin, Inc.; EPC Securities, Inc. (““EPC’’), 

a broker-dealer in Dunkirk, New York; Castle A. Sam 
(“Sam”), president of EPC; Donald W. Collins Company 
(“Collins Co.’’), a broker-dealer in Buffalo, New York; and 
Donald W. Collins (“Collins”), sole proprietor of Collins Co. 


The Commission’s complaint alleges that ISD, Mirando, 
Meurer, Martin, Inc., Martin, EPC, Sam, Collins Co. and 
Collins violated the registration provisions of the Securities 
Act of 1933 in connection with the offer and sale of over 
$1,000,000 of unregistered 10% Certificates of Indenture 
("ISD Indentures’’) issued by ISD to investors in Buffalo 
and elsewhere. ISD and Mirando are alleged to have failed 
to report these sales and other events to the Commission as 
required by law. 


The Commission additionally alleged that |CDC, Colum- 

bia, Mirando and Meurer violated the registration and anti- 
fraud provisions of the federal securities laws in connection 
with the offer and sale of over $100,000 unregistered invest- 
ment contracts consisting of the purchase of brine extracted 
from the Great Salt Lake in Utah and the prepayment of 
charges for pumping, handling, storing and transferring the 
brine into and through ICDC’s system of evaporation ponds 
at the Great Salt Lake. 


It was alleged that in connection with the offer and sale of 
the brine interests, the defendants made false and misleading 
statements and omitted to state facts necessary to make 

such statements not misleading concerning: 


a) the corporate and operational history of |CDC; 


b) the registration of ICDC’s securities with the Commis- 
sion; 


%C) a prior injunction against ICDC and its officers for feder- 
al securities law violation; 





d) anticipated profits for the brine contracts; 
e) use of proceeds from the sales of brine contracts; and 


f) failure of ICDC to honor its commitments under the 
brine contracts. 


In tight of the defendant's alleged violations, and the need 
to protect the public investors involved and to prevent fur- 
ther violations by the defendants, the Commission has re- 
quested rescission of the sale of the ISD Indentures and 
disgorgement of benefits received by ICDC, Mirando and 
Meurer as the result of their illegal activities. Further, the 
Commission has requested the appointment of receivers 
for ISD and ICDC and a freeze on the assets of ISD, ICDC, 
Mirando and Meurer to prevent further waste and dissipa- 
tion of assets and property to the immediate and irrepar- 
able loss of members of the public to whom monies are 
owing. 


The staff of the National Association of Securities Dealers, 
Inc. Boston, Massachusetts office materially assisted in the 
investigation of this matter. 





Litigation Release No. 6446/July 22, 1974 


SEC v. CAPITAL SYNDICATIONS, INC. et al. 
(N.D. Tex., Fort Worth Division) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced that a Complaint was filed in Federal District 
Court at Fort Worth, Texas, on July 22, 1974, seeking to 
enjoin Capital Syndications, Inc., Capital Syndications Com- 
pany, both of Hurst, Texas, Wayne R. Morgan, Fort Worth, 
Texas, and Jesse D. Sanders, Dallas, Texas, from further 
violations of the anti-fraud provisions of the federal securi- 
ties laws in the offer and sale of investment contracts 
evidenced by limited partnership agreements, and seeking 
the appointment of a receiver for Capital Syndications, Inc. 
and Capital Syndications Company. 


The Complaint alleged that the violations occurred in con- 
nection with Capital Syndications, Inc.’s syndication of 
some 50 undeveloped tracts of real estate in the Dallas-Fort 
Worth area by the marketing of approximately 130 limited 
partnerships involving the sale of more than 3,150 limited 
partnership interests to some 1,840 Texas investors for a 
total purchase price of more than $34,440,000. Capital 
Syndications, Inc. employs about 60 salesmen in sales of- 
fices located in Dallas, Fort Worth, Hurst, and Lubbock, 
Texas. Approximately $10,000,000 of the public’s money 
has been invested in limited partnership interests with Cap- 
ital Syndications, Inc. obtaining $3,750,000 in management 
fees. Capital Syndications Company, a Texas partnerhip of 
Morgan and Sanders, acts as general partner in each instance. 


The Complaint further alleged that the defendants violated 
the anti-fraud provisions of the federal securities laws in 
that Capital Syndications, Inc. and Capital Syndications 
Company, without the knowledge of investors, diverted 
limited partnership and investor funds to meet obligations 
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for which the funds were not intended, including acquisition 
of unrelated properties, interest payments on unrelated 
properties, and general operating expenses. The Complaint 
further alleged that the misapplication of funds has totaled 
at times in excess of $363,000, and that Capital Syndications, 
Inc. and Capital Syndications Company are presently unable 
to repay the funds diverted from the limited partnerships. 


The Complaint alleged further that the defendants violated 
the anti-fraud provisions of the securities laws by making 
misrepresentations of material facts and omitting to state 
material facts in the offer and sale of the limited partnership 
interests. Such misrepresentations and omissions included, 
among others, statements as to the financial security of the 
company, the experience and success of the issuer and its 
management in raw land syndication and the existence of 
escrow accounts for investors’ funds. 


In asking the Court for the appointment of a receiver for 
Capital Syndications, Inc. and Capita! Syndications Company, 
the Commission alleged that due to the diversion and misap- 
plication of funds and the inability of Capital Syndications, 
Inc. and Capital Syndications Company to repay the funds 

to the limited partnerships, a receiver is needed to preserve 
current assets and manage the limited partnerships. 





Litigation Release No. 6447/July 23, 1974 


SEC v. MANAGEMENT CORPORATION OF ATLANTA, 
INC. (N.D. GA., Civil Action No. 1416) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice of the Securities and Exchange Commission, today an- 
nounced that the Commission filed a complaint in the United 
States District Court for the Northern District of Georgia, at 
Atlanta, seeking to enjoin Management Corporation of At- 
lanta, Inc., a Georgia corporation engaged in the sale of 
“Drive-Rite’ automobile service center franchises, and 
Robert R. Dearborn of Marietta, Georgia from future viola- 
tions of securities registration and anti-fraud provisions of 
the federal securities laws in connection with the offer and 
sale of common stock of Management Corporation of At- 
lanta, Inc. 


The Commission’s complaint alleges that the defendants 
offered and sold unregistered securities to residents of sev- 
eral states and that they failed to disclose to investors, 
among other things, that investors’ funds would not go to 
the corporation but would go to Dearborn and failed to dis- 
close the extent of the corporation’s financial problems. 





Litigation Release No. 6448/July 23, 1974 


SEC v. KOSCOT INTERPLANETARY, INC. 
Appeal No. 73-2339 (5th Cir. 1974) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 


fice of the Securities and Exchange Commission, today an- 
nounced that on July 15, 1974 the United States Court of 
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Appeals for the Fifth Circuit reversed the trial court deci- 















sion in SEC v. Koscot Interplanetary, Inc., 365 F. Supp 58 in 
(N.D. Ga. 1973). The Court of Appeals held that Koscot’s Ca 
offers and sales of positions in its pyramid selling scheme tic 
constituted offers and sales of “investment contracts” and 
as such were securities subject to the federal securities laws. 7) 
en 
In its opinion the Court stated that “the critical issue in this Pe 
case is whether a literal or functional approach to the ‘solely of 
from the effort os others’ [Howey] test should be adopted”. 
The Court said that ‘‘we need not feel compelled to follow 8) 
the ‘solely from the efforts of others’ test literally,”” and tri 
held that the proper standard in determining whether a A. 
scheme constitutes an investment contract is that explicated tic 
by the Ninth Circuit in SEC v. Glenn W. Turner Enterprises, fe 
Inc., 474 F. 2d 476, cert. denied, 414 U.S. 821 (1973). 
There the Court ruled that the critical inquiry is ‘““whether Tt 
the efforts made by those other than the investor are the jul 
undeniably significant ones, those essential managerial efforts in 
which affect the failure or success of the enterprise.” 2 
ri 
The case was remanded to the District Court in Atlanta for wi 
further proceedings consistent with the opinion. : 
f 
Pe 
Fi 
Litigation Release No. 6449/July 23, 1974 = 
SEC v. AMERICAN EDUCATIONAL SPECIALIST, INC., 
etal. (N/D Tex.) A 
mL 
Robert F. Watson, Administrator of the Fort Worth Re- x | 
gional Office of the Securities and Exchange Commission, T 
today announced that Federal District Judge Robert M. fi 
Hill, Dallas, Texas, has entered orders enjoining by consent th 
the following defendants: ir 
B 
1) On May 21, 1974, separate orders were entered perma- S 
nently enjoining American Education Specialists, Inc., vi 
Tronics Corporation, U. S. Environmental Systems, Inc., S 
Erie-Niagara, Ltd. and Med-Peds, Inc. all Nevada corpora- 0 
tions located in Dallas, Texas, from further violations of the p 
registration and anti-fraud provisions of the federal securi- Se 
ties laws; C 
ct 
2) On May 22, 1974, an order was entered permanently fi 
enjoining Edward H. Miller, Jr. of Fort Erie, Ontario, Cana 
da from further violations of the registration and anti-fraud A 
provisions of the federal securities laws; ¢ 
0 
3) On June 6, 1974, an order was entered permanently en- e 
joining Vito J. Caruso, Buffalo, New York, from further U 
violations of the registration and anti-fraud provisions of t 
the federal securities laws; p 
a 
4) On July 1, 1974, an order was entered permanently en- y 
joining Ivan Marra, Butler, Pennsylvania, from further vio- f 
lations of the registration and anti-fraud provisions of the 
federal securities laws; 








5) On July 1, 1974, an order was entered preliminarily en- , 
joining James Wallace White, Twenty-Nine Palms, Califor- 
nia, from further violations of the registration and anti-fraud ¥ 
provisions of the federal securities laws; 
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6) On July 10, 1974, an order was entered permanently 
injoining Helene K. Garner, a/k/a Helene K. Geddes, 








. 7) On July 18, 1974, an order was entered preliminarily 
enjoining Anne White, a/k/a Anne R. Kenny, a/k/a A. K. 

is Peto, Twenty-Nine Palms, California, from further violations 

ly of the anti-fraud provisions of the federal securities laws; 


/ 8) On June 24, 1974, an order was entered by Federal Dis- 


trict Judge William Taylor, permanently enjoining David 
A. Paroline, Bridgeville, Pennsylvania, from further viola- 
ad tions of the registration and anti-fraud provisions of the 
5 federal securities laws. 


charged violations of the securities registration and anti- 


Educational Specialists, Inc., Tronics Corporation, U. S. 
Peds, Inc. 


For further information see Litigation Release Nos. 6284 
and 6358. 
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| Litigation Release No. 6450/July 24, 1974 


The Securities and Exchange Commission announced the 


ing that The Stratton Group, Limited, formerly John’s 


Spengler, Jose L. Umana, and Sabino P. Cardiello have 
violated Section 17(a) of the Securities Act of 1933 and 
Sections 10(b) and 13(a) of the Securities Exchange Act 
of 1934, together with Rules 13a-1, 13a-13 and 10b-5 
he promulgated thereunder. The Commission’s complaint 

: seeks injunctions against all five defendants and asks the 
Court for an order directing the corporate defendant to 
correct its annual, quarterly, and other periodic reports 
filed with the Commission for the years 1972 and 1973. 


9- 

id According to the Commission’s complaint, The Stratton 
Group, Limited filed a false and misleading annual report 
on Form 10-K with the Commission for the fiscal year 

- ended December 30, 1972. This annual report allegedly 


than $1.7 million, thereby overstating net income for the 
period by the same amount. The Commission further 
alleges that the quarterly reports on Form 10-Q for the 

\- years 1972 and 1973 also contain false and misleading 
financial information. 





quarters of 1972 was falsely raised, thus understating the 








Carlsbad, California, from further violations of the registra- 
tion and anti-fraud provisions of the federal securities laws; 


The above defendants all consented to the entry of the in- 
junctive orders without admitting or denying the allegations 
rts in the Commission’s complaint filed March 13, 1974, which 


fraud provisions of the federal securities laws in connection 
r with the offer and sale of the common stock of American 


Environmental Systems, Inc., Erie-Niagara, Ltd. and Med- 


filing of a complaint in the United States District Court for 
t the Southern District of New York on July 24, 1974, alleg- 


Bargain Stores Corporation, Gerald Sprayregen, Walter C. 


understates the cost of sales and accounts payable by more 


The Complaint details a story of fraud of massive propor- 

tions within the company. It begins with Stratton suffering 
from a severe credit squeeze in 1971 and 1972. In order to 
conceal substantial losses from an already wary credit com- 
munity and the public, the inventory during the first three 


actual amount of cost of goods sold and overstating net in- 
come. Knowing that there would be physical inventory at 
year end, the defendants again went to the Stratton finan- 
cial records and falsified another element of cost of goods 
sold. This time they made two false entries to reduce cost 
of sales and accounts payable, by an amount in excess of 

$1.7 million, which inflated Stratton’s net income by the 
same amount for the year ended December 30, 1972. 


Continuing this fraudulent course of conduct, the complaint 
further alleges another false quarterly statement for the 

first period of 1973. In total, the Commission alleges the 
filing of four false quarterly reports (three in 1972 and one 
in 1973) and one false annual report (for year ended De- 
cember 30, 1972). 


The Complaint further alleges that the defendants Sabino 
P. Cardiello and Jose L. Umana, then chief accountant and 
treasurer, respectively, for the company, actively partici- 
pated in the falsifying of the internal financial records of 
Stratton. It is also alleged that despite defendant Walter C. 
Spengler’s knowledge of the true financial condition of the 
company in his capacity as president and chief operating 
officer, he allowed these false figures to be filed with the 
Commission and thereby disseminated to the investing pub- 
lic. The Commission’s complaint states that the defendant 
Gerald Sprayregen, who was chairman of the board and 
chief executive officer of the corporate defendant, directed 
this fraudulent scheme, as well as personally signing all of 
the false filings. Of the individual defendants, Spengler is 
the only one still with Stratton. Cardiello and Umana were 
dismissed by Stratton in July and December 1973, respec- 
tively, and Gerald Sprayregen resigned on January 31, 1974. 


Trading of Stratton’s securities was suspended on Septem- 
ber 7, 1973 on the American Stock Exchange and in the 
over-the-counter market and has not been resumed to this 
date. Stratton is currently seeking an arrangement with 
creditors under Chapter XI of the Federal Bankruptcy Act, 
on a petition filed on September 17, 1973 in the U. S. 
District Court for the Southern District of New York. 





Litigation Release No. 6451/July 24, 1974 


SEC v. THE SENEX CORPORATION, et al. 
(U. S. District Court for the Eastern District of Kentucky) 


The Securities and Exchange Commission today announced 
the filing of a complaint in the U. S. District Court for the 
Eastern District of Kentucky seeking a preliminary and per- 
manent injunction against The Senex Corporation, a Dela- 
ware corporation; Arthur Jay Tarley, Wyoming, Ohio; Men- 
tor Corporation, a Kentucky corporation; A. J. Jolly, Alex- 
andria, Kentucky; Alison, Jay, Malcolm & Company (for- 
merly known as Stemac Management Corporation), a Dela- 
ware corporation; BFT, Inc., an Ohio corporation; and 
Thomas N. Street, Jr., Memphis, Tennessee, from engaging 
in further violations of certain anti-fraud provisions of the 
federal securities laws [Section 17(a) of the Securities Act 
of 1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder] in connection with 
the offer and sale of certain municipal revenue bonds. 
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The Commission’s complaint alleges that the defendants en- 
gaged in a fraudulent scheme pursuant to which they pro- 
moted with officials of the City of Covington, Kentucky, 
the concept of building in Covington a nursing home to 
house the indigent, the infirm and the elderly and that they 
induced the City of Covington, Kentucky, to authorize the 
issuance of $4,415,000 City of Covington Health Care Pro- 
ject Revenue Bonds to provide funds to finance the con- 
struction of the proposed nursing home. 


The complaint alleges that the defendants caused a corpora- 
tion controlled by certain of the defendants to be appoint- 
ed to construct the facility for a contract price of approxi- 
mately $2.9 million and subsequently entered into a con- 
tract with a local contractor to construct the same facility 
for approximately $2.3 million; that when a question arose 
as to the need for such a facility in the Covington area, the 
defendants convinced City officials of the need for and the 
feasibility of the project by withholding and/or endeavoring 
to discredit two contemporaneous studies which reflected 
adversely on the need for such a nursing home in the Cov- 
ington area. In this connection, the complaint alleged that 
the defendants refused to make available to the Northern 
Kentucky Health and Welfare Planning Council a copy of 
an adverse feasibility report stating that the report was “the 
private domain of the underwriter” when in fact no such 
underwriter was in existence at that time; and that certain 
of the defendants stated that the best indication of the pro- 
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ject’s feasibility was that a sophisticated investment banker 
was willing and anxious to invest in excess of $4,000,000 
in the project when in fact that statement was untrue, and 
the defendants had been unable to locate any independent 
securities dealer to underwrite the proposed bond issue. 


The complaint alleges that as a further part of the scheme, 
the defendants caused a purportedly independent feasibil- 
ity consultant to render a report bearing favorably on the 
feasibility of the project when in fact the feasibility consul- 
tant was not independent but was a promoter and a devel- 
oper of the nursing home project who expected to share in 
the developer’s profits; and further that the defendants 
caused a broker-dealer controlled by certain of the defend- 
ants to be appointed as financial adviser for the project and 
as underwriter of the bond issue. 


The complaint further alleges that as a further part of the 
scheme, an offering prospectus was prepared and distribu- 
ted to investors which failed to disclose, among others, the 
above material facts, and that the misleading prospectus 
was used by the defendants in securing an “A” rating for 
the bonds, which rating was used along with the prospec- 
tus to facilitate the sale of the bonds to other dealers and 
ultimately to individual investors. 
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